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E.O. 11652: NA 

TAGS: ECON, EINV, CA 

SUBJECT: BUSINESS MOVES FROM QUEBEC 

SUMMARY: MOVEMENT OF EXECUTIVES AND MONEY OUT OF QUEBEC CONTINUES, 
AS INFORMATION ON TRANSFERS AND EMIGRATION AND VARIOUS ECONOMIC 
DATA SHOW ACCELERATED PACE. CONSULATE ITSELF HAS EXPERIENCED 
MARKED INCREASE IN SERIOUS INQUIRIES ABOUT INVESTMENT IN US, AND 
NEW ENGLAND STATES REPORT INCREASING NUMBERS OF QUEBEC FIRMS ARE 
SEEKING LOCATIONS THERE. WHILE POLITICAL SITUATION IN QUEBEC IS 
POPULARLY ATTRIBUTED AS CAUSE FOR MOVES, WE HAVE FOUND THAT WHILE 
IT MAY BE CATALYST, IT IS NOT MAJOR DETERMINANT IN MOST CASES, AS 
FUNDAMENTAL ECONOMIC CONSIDERATIONS AND DISINCENTIVES ATTENDING 
QUEBEC LOCATION ARE SUFFICIENT IN THEMSELVES TO DIRECT BUSINESS 
ACTIVITY AND EXECUTIVES ELSEWHERE. LANGUAGE REGULATIONS HAVE 
PRESENTED REAL DIFFICULTIES FOR SOME FIRMS. POLITICAL SITUATION 
WILL ALWAYS BE FACTOR, HOWEVER, AS NO FIRM CAN AFFORD TO IGNORE 
CONSEQUENCES OF SEPARATION, AS LONG AS THERE IS MORE THAN NON-ZERO 
PROBABILITY, IN LONG RANGE PLANNING. END SUMMARY. 
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1 . SINCE ELECTION OF PARTI QUEBECOIS IN NOVEMBER 1976, MOST 
FREQUENTLY ASKED QUESTIONS CONCERN EFFECTS OF PQ POLICIES ON 
INVESTMENT IN PROVINCE AND WHETHER BUSINESS FIRMS ARE FLEEING 
QUEBEC. ON NEWS OF ANY OFFICE MOVE, TENDENCY IS TO IMMEDIATELY 
RELATE MOVE TO SEPARATIST POLICIES OF PQ GOVERNMENT. WHILE PQ 
POLICIES ARE CERTAINLY A FACTOR, REASONS FOR MOVES ARE OFTEN MORE 
COMPLEX, AND OFTEN MORE DIRECTLY RELATED TO FUNDAMENTAL BUSINESS 
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CONSIDERATIONS, SUCH AS PROXIMITY TO MARKETS, BOTH PRESENT AND 
POTENTIAL, THAN TO PQ POLICIES. A PRINCIPAL PROBLEM IN DEALING 
WITH INVESTMENT QUESTION IS DIFFICULTY OF QUANTIFYING MOVEMENTS 
IN ABSENCE OF ANY RELIABLE STATISTICS. TRENDS, HOWEVER, ARE 
DISCERNIBLE, AS INDICATED IN FOLLOWING PARAGRAPHS. 

2. EXECUTIVE MOVES 

BY OUR OWN COMPILATIONS, BASED ONLY ON TRANSFERS OF WHICH WE ARE 
AWARE, DECISIONS MADE SINCE JANUARY 1, 1977, WILL RESULT IN MOVE 
OF SOME 2400 EXECUTIVE POSITIONS FROM MONTREAL. (JANUARY 1 DATE 
IS USED AS BASELINE, ALTHOUGH SOME DECISIONS MAY WELL HAVE BEEN 
MADE SEVERAL MONTHS EARLIER.) SLIGHTLY MORE THAN HALF OF MOVES 
REFLECT TRANSFER OF OPERATING DIVISIONS FROM QUEBEC, RATHER THAN 
MOVES OF HEAD OFFICES. AS FAR AS WE CAN TELL, DURING 1976, SEVEN 
CORPORATIONS WITH ASSETS OF MORE THAN $1 MILLION TRANSFERRED 
THEIR HEAD OFFICES OUT OF QUEBEC. THE LARGEST OF THESE WAS 
MONSANTO CANADA, WHICH MOVED ITS HEAD OFFICE FROM MONTREAL TO 
MISSISSAUGA, ONTARIO. SINCE BEGINNING OF 1977, EIGHT MAJOR 
FIRMS HAVE MOVED THEIR HEAD OFFICES FROM QUEBEC, WHILE FOUR 
OTHERS HAVE MOVED GUTS OF OPERATIONS OUT, BUT FOR ONE REASON 
OR OTHER HAVE LEFT SHELL HEAD OFFICE IN MONTREAL. OVER SAME 
PERIOD, TEN FIRMS HAVE MOVED MAJOR OPERATING DIVISIONS. 

(SEE TABLE AT END.) 

3. AMERICAN FIRMS MOVING HEAD OFFICES WERE MONSANTO (1976), 
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COMBUSTION ENGINEERING, SOLO PRODUCTS (CBS), AND SMITH, KLINE, 
FRENCH. ANOTHER AMERICAN FIRM, STANDARD BRANDS, MOVED A 
MAJOR OPERATING DIVISION. 

4. FEDERAL FIGURES QUESTIONABLE BUT SHOW CONCERN 

THE ONLY STATISTICAL ATTEMPT AT KEEPING TRACK OF OFFICE 
MOVEMENTS OF WHICH WE ARE AWARE IS SERIES COMPILED BY DEPARTMENT 
OF CONSUMER AND CORPORATE AFFAIRS ON MOVEMENT OF FEDERALLY CHAR- 
TERED HEAD OFFICES. FIGURES THEMSELVES HAVE MAJOR LIMITATIONS 
AS THEY COVER ONLY THE 30,000 COMPANIES WHICH ARE FEDERALLY 
CHARTERED (SOME 500,000 COMPANIES ARE PROVINCIALLY CHARTERED); 

THEY EXCLUDE PARTNERSHIPS AND SOLE OWNERSHIPS; MOST OF FIRMS 
ARE SMALL; AND SOME ARE ONLY PAPER TRANSFERS, OR FORMALITIES TO 
RECORD MOVES WHICH MAY HAVE OCCURRED YEARS AGO. NEVERTHELESS, 
THEY MAY BE OF SOME USE AS INDEX OF CONFIDENCE, AS SOME BUSINESS- 
MEN AND INVESTORS WISH NOW TO HAVE FORMAL CORPORATE PRESENCE 
OUTSIDE PROVINCE OF QUEBEC. FIGURES FOR CALENDAR YEAR 1977 
SHOW THAT 279 FEDERALLY CHARTERED HEAD OFFICES MOVED OUT OF 
QUEBEC, WHILE ONLY 24 MOVED TO QUEBEC. USING ELECTION OF PARTI 
QUEBECOIS IN NOVEMBER 1976 AS WATERSHED, 60 HEAD OFFICES LEFT 
QUEBEC IN 12 MONTHS PRECEDING ELECTION, WHILE 37 MOVED TO QUEBEC. 
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FOR TWELVE MONTH PERIOD FOLLOWING ELECTION, 252 HEAD OFFICES LEFT 
QUEBEC, WHILE 21 MOVED TO QUEBEC. 

5. TOER SIGNS INDICATE OUTFLOW & ECONOMIC DECLINE 

THERE ARE NUMBER OF OTHER FACTORS WHICH POINT TO OUTFLOW FROM 
QUEBEC. FIGURES OF FEDERAL GOVERNMENT SHOWING NUMBER OF QUEBECKERS 
WHO HAVE ADVISED FEDERAL FAMILY ALLOWANCE BRANCH THAT THEY NO LONGER 
LIVE IN QUEBEC INDICATE THAT 49,269 QUEBECKERS LEFT QUEBEC FOR 
OTHER PROVINCES DURING FIRST NINE MONTHS OF YEAR. OVER SAME 
PERIOD, 18,643 CANADIANS MOVED FROM OTHER PROVINCES TO QUEBEC, 

RESULTING IN NET OUTFLOW FROM QUEBEC OF 30,626. IN RECENT STATE- 
MENT, FINANCE MINISTER JEAN CHRETIEN SAID THAT PROJECTION OF 
QUEBEC'S NET IMMIGRATION RATE OVER LAST QUARTER WOULD SHOW NET 
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OUTFLOW OF PEOPLE FROM QUEBEC ON ORDER OF 40,000 TO 50,000 FOR 
1978. IN HOUSING MARKET, VACANCY RATE FOR EXISTING UNITS IN 
MONTREAL CLOMBED FROM 0.6 PERCENT IN APRIL, 1976 TO 3.5 PERCENT IN 
OCTOBER, 1977. RECENT FIGURES SHOW THAT NUMBER OF JOBS IN QUEBEC IN 
JANUARY, 1978 WAS 13,000 LESS THAN NUMBER ONE YEAR EARLIER; 

QUEBEC WAS ONLY PROVINCE IN CANADA WHICH SHOWED SUCH A LOSS. 

MOREOVER, MONTH OF JANUARY, WHEN UNEMPLOYMENT RATE HIT 11.4 PERCENT 
WAS SIXTH CONSECUTIVE MONTH IN WHICH UNEMPLOYMENT RATE IN 
QUEBEC HAS INCREASED. 
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6. CONSULATE AND STATE GOVERNMENT OFFICES SEE MOVEMENT 
CONSULATE ITSELF HAS FELD DIRECT EFFECTS OF INCREASED INTEREST 
IN MOVING OUT OF QUEBEC. SINCE SEPTEMBER 1, 1977 CONSULATE'S 
COMMERCIAL SECTION HAS HAD 72 VISITS FROM INDIVIDUALS OR FIRMS 
WHO WERE SEIOURSLY INTERESTED IN INVESTING IN US. TWOYEARS 
AGO, SUCH INQUIRES WERE MINIMAL. IMMIGRANT VISA SECTION HAS 
ALSO EXPERIENCED INCREASED NUMBER OF APPLICANTS PLANNING INVEST- 
MENTS IN US. IN THIS CONNECTION, WE ARE AWARE OF MAIOR US 
BROKERAGE FIRM WHICH IS TRANSFERRING FRENCH CANADIAN BROKER TO 
FLORIDA TO ATTEND NEEDS OF FRANCOPHONES THERE. SIMILARLY, IN- 
DUSTRIAL DEVELOPMENT OFFICES OF NEIGHBORING STATES, SUCH AS VERMONT 
AND NEW YORK, REPORT MARKED INCREASE IN NUMBER OF CANADIAN FIRMS 
INTERESTED IN ESTABLISHING OPERATIONS IN US. BOTH VERMONT AND 

NEW YORK HAVE PERMANENTLY MANNED DEVELOPMENT OFFICES IN MONTREAL, 
AND VERMONT'S CAPABILITIES ARE AUGMENTED BY REGULAR VISITS OF 
COMMISSIONER OF VERMONT'S DEPARTMENT OF ECONOMIC DEVELOPMENT IN 
MONTPELIER. WHO NOW FINDS IT WORTHWHILE TO SPEND MORE THAN 50 PERCENT 
OF HIS TIME IN QUEBEC. WITHIN LAST YEAR, EIGHT QUEBEC FIRMS 
HAVE COMMITTED THEMSELVES TO INVESTMENTS IN VERMONT, AND THERE 
IS NEW LIST OF OVER 20 ADDITIONAL QUEBEC FIRMS WHO ARE DEALING 
LIMITED OFFICIAL USE 
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SERIOUSLY WITH VERMONT AUTHORITIES REGARDING FUTURE INVESTMENTS. 

7. ECONOMIC FACTORS SEEN AS DISINCENTIVES TO QUEBEC LOCATION 

WHAT IS OBVIOUS IS THAT THERE IS AN ACCELERATED MOVEMENT OUT 
OF QUEBEC. BUTH WITH THE EMPHASIS ON SEPARATION, WHAT IS OFTEN 
IGNORED ARE THE UNDERLYING TRENDS THAT HAVE BEEN AROUND FOR 
SOMETIME. THERE WERE GOOD REASONS FOR MANY FIRMS TO DE-EMPHASIZE 
OR LEAVE QUEBEC BEFORE THE PARTI QUEBECOIS WAS ELECTED. FOR MOST 
FIRMS, MARKETS HAVE SHIFTED WESTWARD SINCE THEY FIRST LOCATED 
IN QUEBEC. WHEREAS MANY TEN YEARS AGO DID 60 PERCENT OF THEIR 
BUSINESS IN QUEBEC, THEY NOW DO 60 PERCENT OF THEIR BUSINESS OUTSIDE 
QUEBEC. FOR THESE FIRMS. IT MAKES SENSE TO LOCATE HEAD OFFICES OR 
MAIN OPERATING DIVISIONS NEARER TO THEIR MAJOR MARKETS, OFTEN 
IN ONTARIO. OTHER THAN MARKET LOCATION. THERE ARE NUMBER OF 
NEGATIVES TO QUEBEC LOCATION. QUEBEC IS HIGHEST TAXED OF ALL 
CANADIAN PROVINCES; IT HAS HAD MOST UNSTABLE LABOR SITUATION; 

AND IT NOW HAS HIGHEST MINIMUM WAGE. WHEREAS QUEBEC PREVIOUSLY 
HAD LOWER TAX ON INVESTMENT AND HOLDING COMPANIES THAN OTHER 
PROVINCES. TAX STRUCTURE WAS CHANGED LAST YEAR, ENDING ANY 
ADVANTAGES TO QUEBEC LOCATION. MOREOVER, QUEBEC HAS INHERITANCE 
TAXES, AND TAXWS ON CAPITAL, WHICH SOME OTHER PROVINCES DON'T. 

AND IF A FIRM IS LOCATED IN QUEBEC, IT MUST FILE SEPARATE TAX 
DECLARATIONS WITH PROVINCIAL GOVERNMENT, WHEREAS FIRMS LOCATED 
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IN OTHER PROVINCES FILE ONLY ONE RETURN. 

8. LANGUAGE A PROBLEM FOR SOME 

LANGUAGE HAS PRESENTED REAL PROBLEMS FOR NUMBER OF CONCERNS. 

FOR FIRMS DOING EXTENSIVE PRINTING OR EMPLOYING TECHNICAL 
MANUALS, COSTS OF BILINGUALISM ARE HIGH, PARTICULARLY WHEN MAJOR 
MARKETS ARE LOCATED ELSEWHERE. MOREOVER, LANGUAGE ISSUE HAS 
MADE IT DIFFICULT TO ATTRACT PERSONNEL TO QUEBEC, BOTH FROM 
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STANDPOINT OF CONCERN ABOUT EDUCATION OF CHILDREN AND FROM 
STANDPOINT OF CONCERN ABOUT REQUIREMENTS IMPOSED UPON EXECUTIVES 
SUCH AS ENGINEERS WHO MUST ACQUIRE WORKING KNOWLEDGE OF FRENCH TO 
BE LICENSED IN QUEBEC. MORE RECENT CONCERN IS REQUIREMENT 
IMPOSED BY NEW LANGUAGE LEGISLATION THAT COMPANIES INCLUDE 
UNION REPRESENTATIVES ON THEIR FRANCIZATION COMMITTEES. SIMI- 
LARLY, COMPANIES RESENT PRESENCE OF GOVERNMENT WATCHDOGS WHO WILL 
BE LOOKING OVER THEIR SHOULDERS TO SEE IF LANGUAGE REQUIRMENTS 
ARE MET. SOMEWHAT IRONICALLY, SOME FIRMS WHO HAVE MANAGED 
TO MOVE FRANCOPHONES INTO HIGH POSITIONS NOW EVEN COMP ALIN ABOUT 
DIFFICULTIES OF TRANSFERRING FRANCOPHONES, WHO ARE RELUCTANT TO 
LEAVE QUEBEC, TO BETTER JOBS ELSEWHERE IN CANADA. 

9. US COSTS & BUSINESS ENVIRONMENT ARE ATTRACTIVE 

WITH REGARD TO COMPANIES MOVING OPERATIONS TO US, IT HAS BEEN 
BOTH OUR EXPERIENCE AND THAT OF STATE DEVELOPMENT OFFICES, THAT 
COSTS AND MRKETS ARE PRIMARY CONSIDERATION. MOST FIRMS QUOTE 
SAVINGS IN LABOR COSTS OF ABOUT 20 PERCENT IN US, AND MOST INDUSTRIES 
BELIEVE THAT PRODUCTIVITY IS HIGHER IN US. LABOR RELATIONS ARE 
VIEWED AS BEING MUCH MORE STABLE. MATERIALS AND MACHINERY ARE 
ALSO CHEAPER, AND WINTERIZING COSTS MUCH LESS. NORTHERN TELCOM, 

WHICH NOW HAS SEVERAL PLANTS IN US, SAYS IT HAS FOUND THAT COSTS 

OF LOCATING PLANT IN CANADA ARE ANYWHERE FROM 30 TO 40 PERCENT HIGHER 

THAN IN US. ATCO, A MANUFACTURER OF PREFAB HOUSES, SAYS THAT IT 

COSTS 9 PERCENT MORE TO PRODUCE HOUSES IN MONTREAL PLANT THAT IT DOES 

IN CALIFORNIA PLANT. SIMILAR EXAMPLES ABOUND. WE ARE ALSO 

SURPRISED BY NUMBER WHO MENTION US AS ATTRACTIVE IN TERMS 

OF ABSENCE OF GOVERNMENT INTERFERENCE WHEN COMPARED TO CANADA. 

FOR CANADIAN ENTREPRENEURS, US STILL HAS COMPELLING ATTRACTION. 

MOST OF MOVES BY QUEBEC FIRMS TO US HAVE BEEN EXPANSIONS OF QUEBEC 
OPERATIONS. FOR SOME OF THESE FIRMS, HOWEVER, THERE ARE GOOD 
CHANCES OF US BRANCH PLANT EVENTUALLY BECOMING MAIN PLANT, AS 
ECONOMICS OF LARGER US MARKET AND LOWER COSTS COME INTO PLAY. 
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10. COMPANIES MOVE FOR DIFFERENT REASONS 

WHILE THERE ARE CONSIDERABLE OVERLAPS, IT SEEMS TO US THAT 
MOVES BREAK DOWN INTO SEVERAL CATEGORIES. FIRST, THERE ARE FIRMS, 
SUCH AS MONSANTO, WHO HAVE MOVED PRIMARILY TO BE NEARER MAJOR 
MARKETS. SECOND, THERE ARE FIRMS WHO HAVE MOVED MAJOR OPERATING 
DIVISIONS TO AREAS MORE CONDUCIVE TO THOSE PARTICULAR OPERATIONS. 
EXAMPLES HERE ARE MOVEMENTS TO TORONTO BY ROYAL BANK AND BANK OF 
MONTREAL OF DIVISIONS DEALING WITH INVESTMENTS, INTERNATIONAL 
MONEY MARKETS, AND CORPORATE MARKETING AND DEVELOPMENT. WITH 
THE GROWTH OF TORONTO AS CANADA'S FINANCIAL CENTER AND LOCUS FOR 
CORPORATE HEAD OFFICES, THESE OPERATIONS CAN PROBABLY BE PERFORMED 
MORE EFFECTIVELY IN ONTARIO. THIRD, THERE ARE COMPANIES WHICH 
HAVE BEEN ATTRACTED BY LOWER COSTS AND POTENTIALLY MUCH LARGER 
MARKETS FOR THEIR PRODUCTS IN US. FOURTH, THERE ARE FIRMS SUCH 
AS COMPANIES LIKE COMBUSTION ENGINEERING EMPLOYING LARGE NUMBERS 
OF ENGINEERS FOR WHICH LANGUAGE REQUIREMENTS PRESENT REAL DIFFI- 
CULTIES. FIFTH, THERE ARE FIRMS, SUCH AS SUN LIFE AND ROYAL 
TRUST, HOLDING FUNDS IN FIDUCIARY CAPACITY, FOR WHICH PUBLIC 
CONFIDENCE MIGHT BE FACTOR. WHILE PARTI QUEBECOIS IS TO SOME 
LIMITED OFFICIAL USE 
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DEGREE A FACTOR IN FOURTH CATEGORY, IT IS ONLY IN FIFTH CATEGORY 
WHERE IT IS MOST IMPORTANT DIRECT FACTOR. 

11. POLITICAL CONSIDERATIONS LOOM IN BACKGROUND 
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WHERE POLITICAL FACTOR DOES COME INTO PLAY IN ALL CASES, 

HOWEVER, IS AT MARGIN WHEN NEW DECISIONS ARE MADE. FOR MANY 
FIRMS, DECISIONS ON MAJOR LOCATIION MOVE WILL NOT ARISE FOR NUMBER 
OF YEARS AS SUNKEN COSTS WILL COMMIT FIRM TO QUEBEC PRESENCE FOR 
SOME TIME. BUT EVEN FOR THESE FIRMS, GROWTH WILL PROBABLY BE 
ELSEWHERE AS MARKET POTENTIALS ARE VIEWED AS MORE PROMISING, 

AND AS DIRECTORS ARE RELUCTANT TO COMMIT NEW FUNDS TO QUEBEC. 
OTHER FIRMS, SUCH AS ALCAN, JOHNS-MANVILLE, INTERNATIONAL PAPER 
ARE TIED TO NATURAL RESOURCES IN PROVINCE. WITH 90 HEAD OFFICES, 
EMPLOYING 32,000 PEOPLE, STILL REMAINING IN QUEBEC, THERE ARE 
NUMBER OF FIRMS, HOWEVER, WHICH CAN BE EXPECTED TO MOVE PERSONNEL 
FOR SIMPLE REASON THAT DISINCENTIVES ASSOCIATED WITH QUEBEC NOW 
PREDOMINATE. AND AS LONG AS THERE IS MORE THAN NON ZERO PROBABILITY 
OF SEPARATION, POLICY GOALS OF PARTI QUEBECOIS MUST ALWAYS 
REPRESENT ELEMENT IN FUTURE PLANNING, AND WILL SERVE TO PLACE 
QUEBEC AT DISADVANTAGE RELATIVE TO OTHER PROVINCES. 

OFFICE MOVES ANNOUNCED FROM QUEBEC 
SINCE JAN 1, 1977 

NUMBER 

COMPANY TYPE MOVE PEOPLE REASON GIVEN 

COMBUSTION 

ENGINEERING HEAD OFFICE 325 LANGUAGE 
MONENCO DIVISION - 40 LANGUAGE 

ENGINEERS 

ATCO REGIONAL 30 CENTRALIZING 

HEAD OFFICE 
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STANDARD BRANDS MARKETING DIV. 125 HARD TO 
ATTRACT EXEC'S 
TO QUEBEC 

WARNOCK HERSEY HEAD OFFICE 14 ECONOMIC 

UNCERTAINTY 

ROYAL BANK DIVISIONS (IN- 100 SERVICES CAN BE 

VESTMENTS, FO- PERFORMED BETTE 

R 

REIGN EXCHANGE, IN TORONTO 

CORPORATE DEVELOPMENT) 

BANK OF MONTREAL - DIVISIONS 174 SAME AS ABOVE 

CANADIAN PACIFIC INVESTMENT- 100 SAME 

PENSION DEPTS. 

NORTHERN TELECOM HEAD OFFICE PER- 120 ESTABLISHED 
SONNAL & DEPTS OFFICE FOR 

CANADIAN 
OPERATIONS 

SOLO PRODUCTS PLANT & HEAD OFFICE 200 CLOSER TO MARKET 

UNCERTAINTY 

UMEX HEAD OFFICE 8 CONSOLIDATING 
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TRIZAC DEPARTMENT 30 NEW MARKETS 

CIL ENGINEERING & 240 LANGUAGE - 

CHEMICAL DEPTS. DIFFICULT ATTRACT 
PERSONNEL 

REDPATH EXECUTIVE OFFICES 9 CLOSER TO MARKET 

ROYAL TRUST PERSONNEL FROM 92 NEW OFFICE FOR 

HEAD OFFICE CANADIAN OPERATIONS 

EX QUEBEC 

SMITH, KLINE, FRENCH HEAD OFFICE & 250 LANGUAGE - 

PLANT UNCERTAINTY 

BELT. CANADA DEPARTMENTS 220 CONSOLIDATING - 

SPECIFIC OPERATIONS 

BRITISH AIRWAYS HEAD OFFICE 44 CLOSER TO MAIN 
MARKET 

SUN LIFE HEAD OFFICE 200 NOW LANGUAGE - 
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? LATER POLITICAL 
(1800 IN UNDERTAINTY 
HEAD OFFICE) 

DOMGLAS HEAD OFFICE 35 CENTRALIZING - 

POSITIONS EFFICIENCY 

NEDCO HEAD OFFICE 68 MARKETS - DIFFICULT 

ATTRACT PERSONNEL 


- MOVES BEGUN IN 1976. 
HARPER 
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